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DISCUSSION. 

Mr. E. R. A. Sexigman : All economic theory at the 
present time is in a state of mix. Many of us will agree 
with the statement of the last speaker that the book of 
Professor Clark's is in some respects the high water 
mark of recent economic achievement. Personally I 
should be disposed to hold that it puts its author in the 
same list with the six leading economists of the English 
speaking world — Smith, Ricardo, Mill, Cairnes, Jevons, 
and Marshall. Its value consists, in my mind, chief!}' in 
the co-ordination of the factors of production and distri- 
bution through the light it throws upon the theory of 
rent. It carries to its logical conclusion the application 
of the doctrine of marginal productivity. It shows that 
what we measure in commodities is marginal increments 
of wealth, and it applies this principle in a novel and 
fruitful way to man}' of the problems of distribution. 

The point which I desire to emphasize, however, is 
that Mr. Fetter in his ardor of conviction and enthusiasm 
in favor of the newer views, is perhaps, predisposed, 
somewhat to overrate and to exaggerate the antagonism 
between the newer and the older views. Professor Mar- 
shall has carried the opposite tendency to an extreme 
when he sought to show that pretty much everything in 
modern economics is to be foimd in Ricardo. Both of 
these statements, it seems to me, are incorrect. For in- 
stance, Mr. Fetter has stated that the cost-of-production 
theory must be relegated to the limbo of antiquities, 
and that it is now replaced by the final utility theory. 
From one point of view this antagonism is inevitable, 
but from another point of view — which, by the way, has 
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not been mentioned by Professor Marshall — the antago- 
nism is only a seeming one. L,et me explain what I 
mean. 

The important subject for investigation in the coming- 
decades seem to me to consist in the further elaboration 
of the importance of the social element as over against 
the individual element in the theory of value. When 
once the full implications of the statement that eco- 
nomics is social economics, not individual economics, 
are recognized, it will be seen that much of the present 
contest is idle. From the social point of view, marginal 
utility is equal to marginal disutility, and from the 
social point of view again — even though not from the 
individual — marginal disutility is nothing but marginal 
cost. Therefore, correctly interpreted, all those who 
have been developing the recent admirable theories of 
marginal utility, are only re-stating in more exact and in 
more refined form, a theory which the older writers were 
hinting at, without recognizing its full import. The 
writer whose works contain more hints as to the way in 
which this reconciliation can be effected than any other, is 
Pantaleoni, whose acute work on " Pure Economics " has 
much to say of the relations between marginal utility 
and marginal disutility. But, unfortunately, he fails to 
make clear the distinction between the individual and 
the social points of view. The social point of view in 
connection with the theory of value was first advocated 
by Karl Marx, but he again emphasized it in an incor- 
rect way, and was moreover entirely ignorant of the 
marginal utility doctrine. Correctly interpreted, by 
means of the social organon, it will be recognized that 
the cost-of-production or labor theory is just as true as 
the doctrine of marginal utility, and that instead of an- 
tagonizing each other, they really supplement each 
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other. It is because Professor Fetter, and for that mat- 
ter almost all modern writers, have neglected an analy- 
sis of the social element in value, that their contention 
seems to me to be much exaggerated. 

What is the application of all this ? I think it will 
serve to throw light upon man}' points in general eco- 
nomic theory. It will lead us to revise the arguments 
of the classical school in the newer light, but not in the 
light of opposition. Take the law of comparative costs 
in foreign exchange, as elaborated by Ricardo and Mill. 
I presume there is no law more universally accepted by 
economists, yet it is simply one instance, one illustra- 
tion, of a much wider law which applies to value, and 
the importance of which was not recognized by classical 
thinkers themselves. 

Instead of looking at all problems from the point of 
view of individual cost, we must regard them from the 
point of view of social cost ; and when this is once done, 
it will be seen that social cost or social marginal dis- 
utility is equivalent to social marginal utility. Then it 
will be recognized that there is far more continuity in 
the history of economic doctrine than has been supposed. 

Mr. C. A. Tutti/b : I think many, perhaps most of 
us, can symphathize with the psychic state which in- 
spired the writing of the paper we have just heard. 
Every student has had to think his way to clearness, in 
spite of, rather than by the aid of, the traditional eco- 
nomic concepts. We can all, it seems to me, agree fully 
with the writer " that economic terminology is in an 
unsatisfactory state ". The paper is, however, an ex- 
ceedingly difficult one to disctiss, as it neither presents 
a definite statement of the writer's views as to the di- 
rection which " the next decade of economic theory " 
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must take, nor formulates definitely the grounds for a 
specific trend in future theory. It is undoubtedly true 
that the utility theory of value has revolutionized the 
concepts underlying the terminology of the classical 
economists. The recognition of the fact that concepts 
are liable to change, while terminology tends to remain 
fixed, goes far toward solving the difficulty. The 
searching re-examination of fundamental concepts, 
which has characterized the last twenty years and is 
still in progress, has brought encouraging results. The 
student has to-day a much more efficient equipment than 
formerly for the investigation of practical questions. 

With few exceptions I find myself in accord with the 
specific statements of the writer. I am not prepared to 
relegate the theory of rent " to the curiosity shop of out- 
grown economic theories ". The statement that " we 
are told in all the text text-books that capital is stored-up 
labor " is startling. I cannot believe it to be a fact. 

The general impression made by the paper seems to 
me far too radical, not to say revolutionary. 

Mr. F. M. Taylor : I want to say just a word on this 
paper, hs, I read the copy which Professor Fetter was 
kind enough to hand me, I was inclined to say at each 
paragraph, Yes, yes. And perhaps, if I understood the 
paper as a whole rightly, I should say the same thing 
now. But the general impression which it makes on 
me is that of supporting opinions from which I de- 
cidedly dissent. Yet if I allow myself to put my feel- 
ing as roundly as I am inclined to, probably I shall 
make an impression as much too strong in the opposite 
direction as Professor Fetter seems to me to make on 
his side. 

In a general way I do not believe in the discontinuity 
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of any science, economic or other. I believe that from 
the time when able men begin the study of any sub- 
ject, particularly one concerned with social conduct, the 
science thus established makes substantially continuous 
progress. 

As respects the particular points made by Professor 
Fetter, I am inclined to say in nearly every case just 
the opposite of what he said, and in doing so should 
probably put the case just as much too strongly as he 
seems to me to have done. 

First, I do not believe that marginal utility is to play 
an expanding role in the new economics. The pre- 
sumptions of experience are all against such a view. 
An idea gets put too strongly by one group and reaction 
sets in. This is taken up by a lot of young men who 
wish to win their spurs, and in its turn is pushed to an 
extreme. Presently that extreme is followed by re- 
action. This is the law of life in every science. If 
this be true, then whether the doctrine of marginal 
utility is right or wrong, the next stage in economic 
progress will naturally be unfavorable to that doctrine. 
In my opinion this theory lias reached its high water 
mark. I should say with Professor Seligman, that it is 
chiefly a more refined and subtle way of saying just 
what all economic theory has said of value. I do not 
find it easy to give even an elementary course without 
discussing it, though I have received considerable criti- 
cism for mentioning the phrase at all. But, though in- 
dispensable to an adequate statement, marginal utility 
is not, in my opinion, a great constructive idea. 

Again, I do not feel my sympathy with the severe 
condemnation of the cost-of-production theory which 
Professor Fetter expresses. I find myself laying not 
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less, but more stress upon this doctrine, and I get the 
same report from other men. 

Again, I am decidedly impatient with Professor Fet- 
ter's seeming endorsement of the time worn mistake 
that Ricardo taught the labor theory of value. He did 
not get through even the first chapter of the principles 
without bringing in other elements determining value. 

What I have said will serve to illustrate my general 
attitude toward the opinions expressed in the paper. 
As far as I can guess the drift of things in economic 
theory, it seems to me to be going at almost every point 
in the opposite way from that which Professor Fetter 
points out. I do not look for the triumph of revolu- 
tionary novelties. New methods of presentation will 
appear and doctrines will be restated with more precise 
emphasis and with more breadth of view, but at bottom 
the teaching will be the same as it has been. 

Mr. E. A. Ross : I am heartily in sympathy with 
Professor Fetter's views. I believe we are on the eve 
of changes which will make economics a true science. 
The bane of economics in the past has been the persist- 
ence in it of physics. The distinction between service 
and good, or between land and capital, has been physi- 
cal rather than economic. Professor Clark's great book 
is about the furthest removed from physics, and we all 
look upon it as a monumental contribution. It is neces- 
sary that physical distinctions between goods or factors 
of production should be ignored and more attention paid 
to abstract economic distinctions based on utility or 
value. Moreover we must recognize that there is no 
parallelism between the factors of production and the 
recognized branches of income. Rent is not paid for 
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laud alone, nor interest for " produced means of pro- 
duction ". 

Another thing that has disturbed the development of 
our science has been the premature discussion of ethical 
questions. The economist not only tries to explain in- 
terest, he tries to justify it by making it compensation 
for a particular sacrifice, namely, abstinence. No 
sooner does he formulate the laws of rent than he un- 
dertakes a defense of that form of income against Henry 
George. Speculative gain is treated in the same way. 
Now, such preoccupations delay the development of 
economics into a genuine science. I think that the 
ethical aspects of our economic system should come 
after a rational, cold-blooded explanation of what is. 



